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KEY ECONOMIC INDICATORS - QATAR 


Unless noted, all figures represent values in millions of U.S. dollars. 
Exchange rate of US$1.00 = Qatari Riyals 3.64 was set by the Government 
of Qatar in June 1980 and has remained unchanged to date. 


Total Imports from U.S. ° PS. 


Balance of Payments 

1. Balance of Trade 850. 
Exports (F.0.B.), including oil 1984. 
Imports 1134. 
Services and Private Transfers (Net) 1017. 
Current Account Balance -131. 
Capital and Official Transfers -283. 
Overall Balance of Payments ~415, 


Gross Domestic Product 
1 
2 


- GDP at Current Prices 5,104 
. Per Capita GDP (US$) 15,500 


Government Budget (Excluding Defense) 
1. Budgeted Revenues 1853.1 
Actual Revenues 754.7 


2. Budgeted Expenditures 3356.3 
Actual Expenditures 2743.1 


Monetary Survey 

1. Money Supply L322.6 
Demand Deposits 969.6 
Currency in Circulation 343 
Estimated Annual Inflation Rate 
(Excluding Housing Rents) 15% 


Industrial Sector 
Crude 0il Production (mn bris) ‘ 107 
Gas Production (bn. cu. ft.) j 238.5 
Electric Power (mn. kwh. ) ; 4366 
Elec. Peak Demand (megawatts) 907 
Steel Production (thou. mtc. tons) r 505.5 
Fertilizer Production (thou. mtc. tons) 
Urea Taa.9 
Ammonia 682.3 
Cement Production (thou. mtc. tons) 
Ordinary (Portland) ‘ 241.8 
Sulfate-resisting . 49.9 
Petrochemical Production (thou. mtc. tons) 
Polyethylene . Lice 
Ethylene ; 2625.7 
Sulfur ‘ 47.4 


Sources: Government of Qatar, private firms, banks and oil industry. 





BACKGROUND 


Qatar in 1988/89 launched Phase I in development of its huge offshore 
natural gas reserves in the North Field. Along with providing the 
domestic market with fuel needed for energy and local industries 
purposes, Phase I development also aims at producing about 40,000 
barrels per day (b/d) of gas condensates for export purposes. Lack of 
commitment by foreign buyers for liquefied natural gas (LNG) has 
prompted a reshuffling of Qatar's priorities in developing its natural 
gas reserves. Phases II and III of the project, which aim at 


producing LNG for export purposes, will depend on the outlook in the 
international LNG markets. 


Until further utilization of natural gas resources is feasible, 
Qatar's small economy will continue to be based on the country's 
income from oil exports to Far Eastern and European markets. The 
state revenues, of which oil exports constitute more than 90 percent, 
were estimated at US$6-7 billion during the boom years of the 
seventies and early eighties. During the years of its highest 
revenues from oil exports, when price exceeded US$30 per barrel and 
production was at peak levels, Qatar exported about half a million 
barrels of crude oil per day. Qatar's current OPEC-mandated oil 
production ceiling is 371,000 barrels per day. The current price is 
about US$16 per barrel. The resulting sharp decline in government 
revenues, by more than 50 percent in recent years, has prompted the 
Qatari Government to implement a fiscal austerity policy in all 
sectors. For five consecutive years, the Qatari Government has 
drafted annual budgets showing large deficits, and, in view of the 


situation, has had to draw upon its foreign reserves to support basic 
spending. 


THE BUDGET 


The Government of Qatar releases only some sections of the annual 
budget to the public via the local media. Information on other 
sections of the budget, such as defense allocations and monetary 
reserves, is considered classified. The 1989/90 budget was the first 
to adopt a fiscal year based on the Gregorian calendar rather than the 
Islamic Hijriyyah calendar, which is 11-12 days shorter. The new 


fiscal year commences April 1 and ends on March 31 of the following 
calendar year. 


The 1987/88 budget called for expenditures in Qatari riyals (QRS) of 
QRS 12.5 billion (US$3.4 billion), and projected general revenues of 
QRS 6.7 billion (US$1.8 billion), thus leaving a sizeable deficit of 
QRS 6.1 billion (US$1.6 billion). The 1988/89 annual state budget, 
computed at QRS 5.6 billion (US $1.5 billion), maintained the same 
deficit trend. Expenditures were reported at QRS 11.5 billion (US$3.2 
billion) and revenues projected at QRS 5.8 billion (US$1.6 billion). 


Virtually all of the announced expenditures under the major projects 
allocations involve infrastructural schemes that have already been 
contracted to local firms. These include resurfacing roads, additions 
and improvements to government offices, buildings, and expansion or 
upgrading of the electrical, water, and sewer systems. 


Some local contractors were somewhat disappointed to learn that the 
1988/89 state budget made no provisions for new projects. The Phase I 
development of Qatar's North Field gas project falls under the 
state-owned Qatar General Petroleum Corporation (QGPC) budget. 
Expenditures for this project, estimated at US$1.3 billion, have 
already been committed to foreign firms. The impact of public 


spending on development of the country's huge natural gas reserves has 
yet to be felt. 


* This report was prepared in October, 1990. 





MINOR SIGNS OF RECOVERY 


The Qatari Government has yet to issue 1988 national accounts 
balance-of-payments data. . However, sources at the Ministry of Finance 
and Petroleum and the Qatar Monetary Agency estimated 1988 gross 
domestic product (GDP) at US$5.6 billion, an increase of about 8 
percent over the figure for 1987 of US$5.1 billion and 10 percent 
above the 1986 level of about US$5 billion. 


Revenues from oil exports were estimated at US$1,482 million in 1986, 
US$1,546 million in 1987, and US$1,700 million in 1988; the latter an 
increase of 9 percent over the previous year. The extraordinarily low 
level of oil revenues in 1986, the lowest in Qatar's history, was due 
to the fact that Qatar had great difficulty in marketing its oil. 


In Qatar, the government has always been the main, if not the only, 
end-user of a considerable amount of products and services. 

Therefore, the government fiscal austerity, prompted by a reduced rate 
of both oil production and revenues, has had an adverse effect on the 
general business climate. To improve this situation, the government 
in 1989 proposed allowing the privatization of some areas now 
requiring heavy public spending, such as public health, education, 
electricity, and water supplies. As yet there have been no 
significant results from these plans. 


CONTRACTING AND TRADING 


Local construction firms were awarded sizeable contracts by the 
Ministry of Defense in 1988/89, including the construction of 
ammunition barracks and road repair. The Ministry of Public Works is 
also a traditional source of steady income for local construction 
companies. Despite these two sources of lucrative contracts, there is 
a growing awareness in Qatar that obtaining profits now requires more 
hard work and commercial acumen than in previous years. Furthermore, 
the local contracting firms have to deal with chronic delays in 
government payments for completed contracts. This issue is due to be 
tackled by the Council of Ministers. Until a final decision is made, 
interest on government payments delayed beyond a given period is being 
considered. Reacting to the lack of any new worthwhile government 
projects in Qatar in 1988/89, local construction firms laid off a 
large number of their expatriate work force. Some firms were forced 


to close up their operations while others degraded their operations to 
small maintenance works. 


In contrast to the contracting sector, local trading firms witnessed 
some recovery in 1988/89. Government procurement of a wide range of 
products and services has helped to keep local trading firms afloat. 
Conducted on a normal tender basis, government procurements include 
capital goods and services for government-owned and -operated public 
health facilities, education, media, telecommunications, defense, 

electricity generation, and water desalination. A local agent is 


required for all government procurements of products and services, 
although rare exceptions exist. 


The Ministry of Economy and Commerce is now in the process of drafting 
a new foreign investment law which is expected to enhance trading 
operations in Qatar and encourage foreign investments. Qatari 
businessmen expect that the Council of Ministers will adopt decisions 
aimed at reviving the trade sector and assisting in the long awaited 
catch-up with the markets of other Gulf states. 


PRIVATIZATION 


Throughout its 18 years of independence, Qatar has provided free basic 
services (i.e., health and education) for its citizens and residents. 
Electricity and- water have been provided free of charge for Qatari 
nationals and at subsidized rates for expatriates. 





-— 


In view of decreasing oil revenues, the government introduced a fiscal 
austerity policy which has impacted negatively on the private sector. 
To generate more income, the government has launched the development 
of natural gas resources and continues to exert all possible efforts 
to identify LNG buyers. It is also considering the issuance of 
government bonds as well as pursuing more lucrative deals for the 
state reserves overseas. 


BANKING AND FOREIGN TRADE 


Qatar is over-banked. Qatar's small population is served by 34 banks, 
both main offices and branches. The Qatar Monetary Agency (QMA - 
similar in many respects to a central bank) does not allow those 
foreign banks operating in Qatar to have branches. In 1988/89, the 
QMA licensed additional branches of Qatari banks to serve small 
localities such as the Doha International Airport, Hamad General 
Hospital and Qatar University. One specialized branch of Qatar 
Commercial Bank was established to serve women only. 


Qatar's total imports as computed by the Central Statistical 
Organization reached US$1,267.3 million in 1988, an increase of 12 
percent above the 1987 level of US$1,134.0 million and 15 percent 
above the 1986 level of US$1,098.9 million, which was the lowest since 
1983 when the current recessionary cycles began. Total imports from 
the United States alone reached US$118.0 million in 1988, or about 11 
percent of total imports. Although Japan continues to occupy first 
position among suppliers to the Qatari market (US$220 million) and the 
United Kingdom occupies second position (US$175 million), with the 
United States occupying third position (US$118 million), the margin 
between Japan.and the United States is the narrowest in 15 years. 


THE INDUSTRIAL SECTOR 


It is difficult to determine whether Qatar makes a conventional profit 
from its downstream oil-related industries because the government, 
acting through the state-owned Qatar General Petroleum Corporation 
(QGPC), provides free utilities and land, as well as heavily 
subsidized feed stock and fuel, to its hydrocarbon industries. Qatar 
has established steel, petrochemical, and fertilizer industries 
through equity participation agreements with Kobe Steel (Japan), CDF 
Chemie (France), and Norsk Hydro (Norway), respectively. In 1988 
Qatar took over the management of the Qatar Steel Company (QASCO) 
which, since 1974, was entrusted to Kobe Steel Corporation. 


Expansion plans for these industries are being considered due largely 
to the availability of huge natural gas reserves in the North Field. 
The government oil refinery at the Umm Said industrial area has a 
capacity of 60,000 b/d. At present, the refinery is working at full 
capacity. Refined oil byproducts are exported to nearby Gulf states. 


In order to distribute industrial development more evenly throughout 
the country, QGPC announced in 1989 that, in addition to Umm Said, a 
second industrial area has been approved for Ras Laffan, 50 miles 
north of Doha. (Note: Umm Said industrial area, 30 miles south of 
Doha, was developed in the mid-1970s.) Among the industries being 
considered for the Ras Laffan area is an aluminum smelting plant for 
which feasibility studies are under way. Other industries being 
considered include ethylene, polyethylene, methanol, and polypropylene 
factories. Some U.S. firms are already negotiating establishment of 
such industries with QGPC on an equity participation basis. 





THE OIL SECTOR 


Qatar's total exports for 1988, oil included, reached US$2,200 million 
according to estimates from official sources. This amount represents 
an increase of about 10 percent over the officially reported level for 
1987 of US$1,985 million. Oil exports, which account for the major 
part of the country's overall exports, were estimated by official 
sources at 125 million barrels in 1988, an increase of about 15 
percent over the 1987 level of 107 million barrels. Qatar's oil 
exports fell drastically in early 1987 because Qatar's OPEC-set price 
differentials were too high and buyers were simply not interested in 
purchasing Qatar's light crudes. However, as of December 1989, the 
1988/89 OPEC-mandated production ceiling was raised twice to reach 
371,000 b/d. QGPC sources estimate the country's revenues from oil 
exports at US$2 billion. Exact figures are not published. 


The Qatari oil sector, including both onshore and offshore operations, 
is geared to produce up to 4,500 b/d, a level which greatly exceeds 
the established OPEC ceiling for Qatar. This level may be boosted in 
the future given continued oil exploration operations on Qatar's 
mainland as well as offshore. Recently completed exploration 
operations conducted by British-owned, U.S.-based Sohio Oil in the 
offshore area east of Doha were not promising. The government has yet 
to issue an official statement on the findings of other companies. 


PHASE I DEVELOPMENT OF THE NORTH FIELD GAS PROJECT 


Bechtel/Technip, a U.S.-French engineering consultant consortium, 
designated by QGPC since May 20, 1987, has reviewed all offers 
submitted by international firms for 26 package contracts connected 
with the Phase I development of Qatar's North Field gas project. 
Based on Bechtel/Technip's recommendations, QGPC signed contracts 
during 1988/89 worth US$1.3 billion for all 26 Phase I projects. The 
consultancy contract with Bechtel/Technip, worth more than US$150 
million, called on the two firms to provide basic design, detailed 
engineering procurement, construction management, pre-commissioning 
and start-up assistance for the North Field gas development program. 


Now in progress, work on the Phase I development project aims at 
producing 800 million cubic feet of gas per day. The project entails 
installation of three offshore platforms and building a dual pipeline 
to Umm Said, Qatar's industrial area, and to Dukhan on the western 
coast of Qatar. At Umm Said, international contractors were awarded 
contracts to build a new NGL plant. Other contracts were awarded for 
the construction of facilities for re-injecting surplus gas (about 200 
million cubic feet per day into the onshore Dukhan formation and for 


the erection of storage facilities for NGL and naphtha destined for 
export. 


QGPC, as the client, has arranged for a syndicated loan from Gulf 
states' and private banking sources worth US$1.3 billion. Further 
loans may be considered. The U.S. firm First Boston National, the 


project financial consultant, is responsible for identifying optimal 
financing sources. 


QGPC is now negotiating natural gas deals with other Gulf states, 
including the United Arab Emirates (UAE) and Bahrain. The UAE market 
has, so far, proved to be promising. As a result, Qatar may find 


itself ready to move to Phase II, which calls for producing gas for 
the Gulf market. 


Senior Qatari officials are much less certain about Phase III of the 
North Field gas project. While Phase II calls for bringing an 
additional 800 million cubic feet of gas per day onshore for 
processing and distribution to Gulf purchasers, Phase III involves 
pumping ashore a similar amount of gas, building a LNG plant, and 
processing this gas for export to international markets. 





FUTURE PROSPECTS 


The Qataris fully realize that the boom years of the 1970s and early 
1980s are over, and that the immediate future will show 
low-to-moderate levels of economic activity. Senior officials 
anticipate a second boom emanating from natural gas (rather than oil, 
as was the case in the earlier boom). These officials believe that 
the country's huge natural gas reserves will be a major revenue source 
once the world market opens up for Qatari LNG exports in the future. 


In the interim, Qatar will remain a small but attractive market for 
U.S. firms in specific fields. In Phase I development of the North 
Field gas project, for example, U.S. firms now share well above US$350 
million worth of contracts, representing 28 percent of the project's 
overall cost of US$1.3 billion. Further development of Qatar's 
natural gas reserves will provide for more sizeable U.S. technology 
contributions. Some leading US firms are already negotiating equity 
participation agreements with Qatar for establishing natural 
gas-related industries such as petrochemicals. 


Contracts worth about US$1.3 billion have already been signed with 
foreign engineering design firms and heavy equipment machinery 
suppliers for Phase I development of the North Field. Phase I will 
further drain money from QGPC. Civil works related to this project 
throughout all phases will eventually be subcontracted with local 
firms. Until a time when some Phase I and II contracts are actually 
subcontracted to local firms during the early 1990s, the firms 
operating in Qatar have to find ways to survive ina fairly 
competitive market. 


IMPLICATIONS FOR THE UNITED STATES 


Qatar is now a price conscious market. The current fiscal austerity 
policy, which was prompted by lower levels of both oil production and 
oil export revenues, views prices, services, and quality as major 
factors in purchasing decisions. Personal contacts with key 
decision-makers in both the public sector and private procurement 
circles have always been an asset. Such contacts can prove extremely 
important when the government has to decide between two or more bids 
of marginal price differentials. U.S. firms interested in competing 
with other suppliers from various industrialized countries should do 
so in a more aggressive manner and should be prepared to receive lower 
returns than originally expected. 


All businessmen must have entry visas to Qatar. One-week business 
visas can be issued at the Qatari Embassy in Washington, D.C. or upon 
arrival at the Doha International Airport. Both procedures require a 
local sponsor. Government of Qatar regulations require prior written 
notification from the local sponsor providing full passport data. 
Businessmen may expect some delay in securing payments on contracts. 
The resolution of commercial disputes through local courts can also be 
protracted. The Law of Commercial Agency provides legal grounds for 
the sponsor/agent to prevent a foreigner from leaving Qatar until the 
dispute is settled. 


In April 1987 the Qatari Government signed the Overseas Private 
Investment Corporation (OPIC) agreement with the United States. U.S. 
firms interested in pursuing investments in Qatar are encouraged to 
contact OPIC, located in Washington, D.C. The government has 
demonstrated its interest in joint ventures on the 80-20 percent basis 
by entering into equity participation agreements for Qatar's steel, 
petrochemical, and fertilizer industries. 





eo 


In the arena of oil concessions, however, the government does not 
follow the 80-20 equity participation rule. With few exceptions, QGPC 
acts as the local sponsor for the foreign company in all oil 
concession agreements, with no private sector participation. Rare 
exceptions exist whereby a private local sponsor is appointed jointly 
with QGPC. In 1988, the responsibility for negotiating and 
supervising oil concession agreements was transferred from the 
Department of Petroleum Affairs (DPA) of the Ministry of Finance and 
Petroleum to QGPC. QGPC adheres to production sharing arrangements in 
handling oil/gas exploration operations. Along these lines, it has 
recently awarded two offshore areas (Numbers 1 and 6) to Elf Aquitaine 
(France). 


BEST PROSPECTS FOR U.S. PRODUCTS AND SERVICES 


Natural Gas Technology and Related Industries 


The Government of Qatar gives top priority to the North Field gas 
project. As noted previously, U.S. firms have already signed 
contracts for 28 percent of the total cost (US$1.3 billion) of Phase 
I. Bechtel has won a lucrative design and consultancy contract. 
Other U.S. firms, such as Brown and Root, McDermott, and the Harris 
Corporation, have also won sizeable contracts for construction, 
installation of offshore facilities, and related telecommunication 
systems. 


U.S. oil and gas companies enjoy an excellent reputation in Qatar 
because of their high-quality products and services. Although all 26 
package contracts of Phase I have already been awarded, U.S. firms 
interested in subcontracts should contact Bechtel Corporation, the 
project design consultants, or one of the three U.S. firms listed 
above. However, company representatives must ensure that their firms 
are adequately represented by a local Qatari firm. 


The development of the North Field will eventually generate billions 
of dollars worth of contracts. U.S. oil and gas firms need to 
establish themselves in Qatar's market now to win contracts for 
upcoming Phases II and III, both devoted to LNG exports. 


Health Care 


The Ministry of Public Health provides free medical, pharmaceutical, 
and hospital care for residents of Qatar. In view of current 
austerity policies, however, the ministry now aims at raising the 
quality of its services to U.S. or European levels, while maintaining 
lower costs. In recent years, therefore, the ministry has begun 
charging nominal fees for certain medical services provided to 
expatriates. It has also begun licensing private specialized 
hospitals, three of which are already functioning in Doha. 


Security Services and Technology 


Some government agencies, private firms, and individuals have 
initiated security-enhancement programs which involve substantial 
purchases of modern high-technology security equipment. The Ministry 
of Interior in particular plans to upgrade its security equipment and 
training, and it is looking specifically to U.S. firms for assistance. 


* U.S. Government Printing Office : 1991 - 282-906/20046 





